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WELL, here we go again! The parties are over, the good wishes have
been exchanged and we are all settled down to another year of effort
on our own and on Hong Kong's behalf. At the turn of the year,
most organisations took stock of their performance during the pre
vious year and expressed intentions and hopes for the coming year.
The Hong Kong General Cl].amber of Commerce is no exception and
our planning for 1978 began many months ago with consultation
within the Executive, discussion with our committees and finally the
preparation of a programme of work which could be put to the
Chairman and General Committee of the Chamber for consideration
and approval.
All that has been done and we have bitten off quite a large chunk
which I hope we can chew effectively without indigestion. Our
external trade and industrial promotion programme is probably the
largest ever attempted by the Chamber and there are early indica
tions that our members are responding to the various proposals made
available to them. In our trade promotion programme, we shall be
working as closely as possible with the Trade Development Council
and in some cases carrying out joint venture promotions with the
Council. In other cases, we are going it alone but the entire pro
gramme is intended to dovetail with and complement the overall
efforts of the TDC to take Hong Kong's salesmen into every comer
of the world. With a slowly improving world economy and with very
keen competition, there is no doubt that Hong Kong must promote
ever more vigorously. This is being done, not only at the institutional
level but by the many thousands of individual companies for which
import and export is their means of livelihood. It is impossible to
quantify the cumulative export promotional effort represented by
these companies but it is certainly responsible for the bulk of our
export business.
The TDC system of offices around the world is also of great
importance in our export drive and I hope as the years go along, we
shall see a continuing development of the strength of these offices
and in the number of their locations. Permanent representation in
our overseas markets is essential to the promotion of our trade and as
our trade expands so must our offices abroad.
Trade in Hong Kortg is closely linked with industry and industrial
development relies to some extent on industrial investment promo
tion; In this field too we shall have to do more in future and I have
for some some years advocated the establishment of Government
offices abroad for this purpose, perhaps utilising the existing network
of TDC offices.
Most of the economic and trade forecasters have suggested that
Hong Kong is likely to experience a moderate export led economic
growth during 1978. In the present uncertain situation of the world
economy, this would seem quite acceptable. But there an� many
dangers and we must not under-estimate them. Unfortunately there
is very little Hong Kong can do about most of the problems which
our trade and industry may have to face. These are external in
character and will require the continued efforts of all the major
countries of the world and the major institutional systems if they are
to be brought under control and eventually overcome. Inflation,
currency fluctuations, unemployment, reduced consumer demand
and so on are problems of the future just as much as they have been
problems of the past. We shall all watch carefully the elements within
the world economy which govern its stability and growth pattern.
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THE Chamber's Director, Jimmy McGregor, was not
entirely wrong when in January '77 he forecast 'a good year
for business and industry, despite the many problems with
which the business sector will have to contend'. And how
ever inaccurate he was with his prediction of export growth
in 1977, he was certainly right about the problems.
The Financial Secretary, in his speech to the Hong Kong
Management Association in September sounded the key
note of the year - that growth in 1977 was more dependent
on domestic sector activity, particularly public works,
construction and commercial/financial services, than on
exports. He added: 'that worries me . .. The openness of
our economy is incompatible with such a situation being
sustainable . . . in the long run the growth rate of the GDP
depends on the growth of exports.'
Nonetheless, the construction boom and the continued
expansion and sophistication of Hong Kong's financial
services, which contribute significantly to overseas earnings,
both testify to a high degree of confidence in Hong Kong
on the part of investors, both local and foreign. Many
economic forecasters, including Mr. Haddon-Cave, have
predicted that the proportion of GDP accounted for by
manufacturing is likely to decline in the years to come,
while the relative importance of the financial/commercial
services and construction sectors will increase. In this
context the shift from manufacturing to domestic sector
activities which characterised 1977 might be seen as a
pointer to the future, towards the day when Hong Kong is,
to quote a phrase that is increasingly used, the 'Switzerland
of the East.'
However, while manufacturing is generally labour inten
sive, financial services are not and manufacturing must
continue to provide the bulk of the jobs for Hong Kong
people.
It is fortunate, however, that there is great flexibility in
the movement of the workforce. During 1977, workers who
lost their jobs in manufacturing were rapidly absorbed by
the booming construction industry and unemployment
remained low, but there is no guarantee that a future
decline in manufacturing employment will necessarily
coincide with a construction boom. Construction is by
nature a notoriously cyclical industry and the present boom
has of course been magnified by the Mass Transit and other
large-scale public works projects. But at the. end of the
day, it is export earnings - and export earnings alone that will allow us to afford new homes, new offices, new
flyovers and an underground railway.
A question of crucial importance is to what extent there
is a causal link between Hong Kong's growth as a financial
centre, which undeniably has helped to keep the value of
the Hong Kong dollar high, and the competitiveness of our
exports. Many respondents to the Chamber's Business
Confidence Survey, carried out in mid-year, complained
about the appreciation of the Hong Kong dollar and felt
that this was undermining their export competitiveness.

and some thoughts on the year that may be
The Financial Secretary, in his speech to the Manage
ment Association, attempted to answer this very important
question. Firstly, he made it clear that the principal cause
of Hong Kong's disappointing export performance in 1977
was a reduction of demand in our overseas markets, parti
cularly the EEC countries. This being the case, one would
expect our competitors to be in the same boat, However, in
the first 10 months of 1977, while our domestic exports
grew by only 6.1 per cent, those of our two main competi
tors, Taiwan and South Korea, grew by 13 per cent and 29
per cent respectively.
The explanation for this, Mr.Haddon-Cave said, is rather
unpalatable: 'In the product areas in which we trade, Hong
Kong will always be, to some extent, the world's supplier of
last resort . .. In boom conditions orders can probably be
met faster, and with more certainty, in Hong Kong than in
many other manufacturing centres in the world. The 25 per
cent increase in manufacturing establishments between
September 1975 and September 1976 is a nice illustration
of this point. This is to our advantage, but the corollary is
that, when importers cut back their orders Hong Kong is
one of the first centres to be affected and marginal opera
tors go dut of business.'
As Mr. Haddon-Cave pointed out, higher quality pro
ducts appear to be less. subject to cyclical fluctuations· of
demand. Yet despite the woes of the Hong Kong textile
industry and despite the fashionable attention to diversifi
cation, one saw very few positive signs of industrial diversi
fication in 1977.The same Big Three - Textiles, Toys and
Electronics - continued to account for well over 70 per
cent of domestic exports and manufacturing employment;
the relative importance of textiles and garments declined,
however, while that of toys and electronics increased.
Growth in areas of new industrial investment was only
moderate. A notable exception, however, was the watch
industry.Exports of watches and clocks increased by nearly
40 per cent last year and this followed an increase of over
80 per cent in 1976.
And if the Chamber had a 'Chamber Award for Industry'
in 1977 (which it doesn't) it would probably go to the
'animal and vegetable material' manufacturing industry,
whose exports increased by more than 100 per cent.This is
not however a new industry.
It is significant that government consideration at the
highest level is now being given to the subject of diversifi
cation. The establishment of the Advisory Committee on
Diversification was an important step.It is to be hoped that
the Committee will produce tangible proposals for improved
diversification during 1978.
There is little that need be said about the textile indus
try whose problems have been the focus of so much atten
tion in recent months, except to point out that the industry
is - to quote Mr.Francis Tien - "far from being dead and
buried", a view widely held by textile industrialists them
selves. There is no doubt that textiles and garments will
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continue to constitute a very substantial proportion of
Hong Kong's overall exports for many years to come.
There was even less diversification of markets during
1977. In 1976 North America and Western Europe ( which
account for less than 15 per cent of the world's population)
took 74 per cent of our exports. During the 10 months to
October they accounted for 73 per cent of our exports and
the United States alone absorbed 39 per cent (compared
with 34 per cent in 1976). Without the help of the US
market our exports would have had a dismal year. Although
overall exports rose by 6.1 per cent during the 10 month
period, if we exclude the US, exports by value actually fell
by 1.4 per cent and that means a greater reduction in terms
of quantities (which usually relates to-jobs). Sales to eight
out of our top 10 markets declined - the exceptions being
the US (see table) and Singapore. The biggest drops were
recorded in exports to Canada (down 17.4 per cent),
Switzerland (down 13.5 per cent) and Sweden (down 13
per cent).
More encouragingly, exports to Saudi Arabia increased
by $118 million, or 60 per cent, and to Iran by $78 million,
or 148 per cent. These increases were achieved in the face
of tremendous competition from other countries. Sales to
France continued to increase (up $84 million, or 29 per
cent), so that France is now Hohg Kong's eleventh biggest
market, although there is a long way to go before it catches
up with West Germany or Britain. Surprisingly, it was also

.......

Construction boom - a testament to investor confidence· in Hong
Kong.

a good year for sales to Italy (up 21 per cent).
Other bright spots on the export map were Nigeria
(exports up $110 million, or 45 per cent), Vietnam (exports
up $48m, or 242 per cent), Panama (up $64m, or 59 per

HONG KONG'S DOMESTIC EXPORTS
JANUARY TO OCTOBER 1977 - HK$28,372M
(1976 SHARE IN BRACKETS)
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was however predictable. Imports of textile yarn, fabrics
and made-ups declined by six per cent, while there were
large increases in purchases of transport equipment (up 95
per cent), iron and steel (up 21 per cent - reflecting the
booming construction industry) and photographic and
optical goods, watches and clocks (up 33 per cent).
Judging by the increase in imports of clothing (up 34 per
cent) it would appear that local garment manufacturers
may be overlooking the market right under their noses.
Hong Kong's exports of clothing declined by $628 million,
while imports of clothing increased by $188 million.
Perhaps local consumers prefer to buy foreign made
garments - or might it be possible that imports are more
Electronics - one of the Big Three.
competitive in our unprotected market?
Overall, the deficit on balance of trade amounted to
cent) and Egypt (up $68m or 319 per cent).
more than $3,100 million, which was more than double the
Hong Kong's re-exports continued to hold up well over deficit for the same period of 1976.
the 10-month period and increased by almost 10 per cent.
Based on a reasonable assessment of the expert econo
Although this trade is less vital than direct export business, mic reports received from many different parts of the
big increases were recorded in re-exports to Cambodia (up world, there seems to be a basis for suggesting that 1978
615 per cent), Ghana (up 130 per cent) and France (up 48 will be better than 1977 in trade value terms. But how
per cent). Of our top 20 re-export markets, 12 are in South much better? Our Director has again stuck his neck out and
East or East Asia. Top of the list is Japan, followed by predicted that exports will increase by 12 per cent in value,
Singapore and Indonesia.
although he emphasises that this is his personal view (as an
Imports from all our leading suppliers increased, with incurable optimist) and not that of the Chamber!
the exception of South Korea and Pakistan (a major sup
As the comments on the following pages show, some
plier of cotton to the local textile industry). The pattern agree with him, while others are less sanguine.

HONG KONG'S IMPORTS
JANUARY TO OCTOBER 1977 - HK$39,460M
(1976 SHARE IN BRACKETS)
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Some Views on 1978
Michael Sandberg Chairman of the Hongkong Bank Group
'I am personally rather optimistic about 1978, probably
more optimistic than most people. I think the offtake of
goods by the United States will be quite good, although I
am less optimistic about the EEC, particularly in the light
of the textile restrictions.
I forecast continued growth in the financial sector.
There are still many new banks coming into Hong Kong and
they are bringing in new kinds of financial sophistication, at
least new as far as Hong Kong is concerned. I think this is
something that is going to continue for some time to come.
The popularity of Hong Kong as a financial centre has not
yet reached its zenith.
As far as new markets are concerned, I don't think we
have fully explored the potential of the guy who lives next
door, by which I mean some of the South East Asian coun
tries. Take Indonesia, for example, a country with an
enormous population and a low standard of living, where
the government is duty-bound to raise the people's standard
of living.
Then of course there's Japan. If Japan really does libe
ralise imports - and both the United States and the EEC
are putting strong pressure on the Japanese government to
do so - who is in a better position to take advantage of it
than Hong Kong?'

have a number of advantages over them. Firstly, local
manufacturers are free to buy their raw materials in large
quantities from whatever source they choose anywhere in
the world. Secondly, in Hong Kong there is an enormous
number of moulds, representing a very substantial capital
investment. Thirdly, the quality of our products is first
class. And fourthly, the labour shortage, which affected the
industry in 1977, will probably be alleviated due to the
anticipated drop in employment in the textile industry.'

Selwyn Mar - Lion Rock Toys Ltd.
'We have received fairly good orders for the coming year
from countries like Canada, the UK, Australia and Ger
many, but ironically orders from our parent company in
the United States have been much slower. The US normally
accounts for about 80 per cent of our business. But our
principal worry at the moment is not so much lack of
demand, but rather the strength of the Hong Kong dollar
and also the Japanese Yen, since many of our parts are
imported from Japan. I am also afraid that labour costs
will again increase substantially, particularly if other indus
tries, such as electronics and watches, do well. We already
have to pay higher wages than other toy manufacturers
because of the difficulty of getting workers to come out to
Tuen Mun.'

Alan Lee - Ampex Ferrotec Limited
Lam Kun-shing - President of the Federation of
'I expect moderate growth for the electronic industry in
Hong Kong Garment Manufacturers
1978, by which I mean no more than 10 per cent - unlike

'The EEC textile agreement will naturally reduce to some
extent employment opportunities in the garment industry,
but some reports on this have been far too pessimistic. With
the quota year for exports to the EEC now coming to an
end exports are rushing to get their shipments out in time
and garment factories simply cannot meet the demand.
There is certainly no unemployment problem in the gar
ment industry. The problem is a shortage of workers.
The fact is, in the short term, the EEC Agreement is not
going to have much affect on the local garment industry,
although of course in the long term the proportion of Hong
Kong's overall production and exports accounted for by
garments and the textile industry as a whole must decline.
The garment industry's future strategy must be, on the
one hand, to make :maximum use of the quotas available by
striving to improve quality standards and moving 'up
market' and, on the other, to develop markets which are
still unrestricted by quota, for example Japan. If we can do
that there will still be some potential for expansion.'

Bill Blaauw - John Cowie and Co. Ltd.
'I think the prospects for the Hong Kong toy industry next
year are pretty good and I would expect an increase of
around 15-20 per cent in toy exports. Hong Kong has been
the number one toy exporter in the world for the past
three years and I see no reason why it should not remain so.
Our main competitors are Taiwan and South Korea, but we
8

1976, when growth was more than 50 per cent. The US
market has levelled off in recent months, while the Euro
pean market has started to improve. Electronics is becom
ing less of a labour intensive industry now and the trend is
towards higher technology, although I don't foresee any
decrease in our labour force. I think we will see a lot of
technological improvements this year.
Products that are currently doing well include smoke
detectors and special purpose mini-computers, where we are
definitely ahead of countries like Taiwan and South Korea.
Transistor radios remain quite strong. On the other hand,
calculators are down and almost out - Japan seems to have
the calculator side more or less sewn up. TV games are also
on the decline.'

W.C.L. Brown - Deputy General Manager of the
Chartered Bank and Chairman of the Chamber's
West Europe Committee.
'In the light of current conditions the outlook for Western
Europe in 1978 cannot be viewed with optimism. The
hoped-for recovery in 1977 failed to materialise and· the
problems of recession and unemployment remain. Official
projections for economic growth has been regularly revised
downwards and the latest estimate suggests that 1977 will
finish with a growth rate of around 2½ per cent.
Most forecasters believe that GDP will grow by about
three per cent in 1978 and at the following rates for the in-

dividual countries: UK 3.8 per cent, West Germany 2.5 - 3
per cent, France 4.3 per cent, Italy 2 per cent, Belgium
2.75 per cent, Denmark 1.5 per cent and the Netherlands
3 per cent.
An interesting development during 1977 was the correc
tion of the previous current account imbalances of those
countries which had found difficulty in adjusting to the
impact of the oil price rises in 1973/74 - i.e. the UK, Italy
and France. Both the UK and Italy are likely to have finished
1977 with surpluses in their current accounts, whilst France
will probably reduce her deficit.
Recent trade figures (up to October 1977) have shown a
generally improving situation. Against this background the
following comments may be offered regarding the likely
performance of exchange rates during 1978. The many
factors which will influence these rates include, firstly, the
US trade deficit, which is likely to be around US$30 billion
in 1977 and at least as high in 1978. Secondly, the size of
oil price increases to be decided by OPEC later this month
(December) - an increase in the range of 5-8 per cent
would have a largely neutral effect, having been discounted
in advance, while a higher percentage would affect adverse
ly the exchange rates of the US and Japan, for example,
while benefitting the UK and a lower percentage would
affect adversely the exchange rates of the US and Japan, for
example, while benefitting the UK and a lower percentage
would have the reverse effect.
Thirdly, the policies towards exchange rates of central
banks in general and of the New York Federal Reserve in
particular; higher US interest rates, as appear likely, espe
cially if Arthur Burns is re-appointed, could help to under
pin a dollar falling on balance of trade factors. Fourthly,
general elections - one is due in France and one appears
possible in the UK.
And fifthly, the level of pay settlements in the UK over
the next few months - a 'sensible' level would almost cer
tainly mean a rise in the external value of sterling, and this
would wash over into other strong currencies, whereas too
high a level would likely lead to an outflow of funds from
the UK to the benefit of the same strong currencies.
Finally inflation. Although there is a continuing fairly
rapid rate of increase in prices in Europe, a decline in com
modity prices has helped to slow down the annual rate of
inflation, particularly in those countries which have recent
ly experienced the highest rates of increase, i.e. the UK and
Italy. This slowdown is likely to continue into 1978, but
nonetheless forecasts for inflation are still in the high single
or low double figures.

market accounts for 90 per cent of sales. Only 10 per cent
of our sales consist of exports, our main overseas markets
being the US, Japan, South East Asia, Africa and the
Middle East. Our number one problem at the moment is
being unable to meet demand.
As for 1978, I predict an increase of 30 per cent in both
local and export sales - and we still won't be able to meet
the demand!'

Michael Cheung - Hing Yu Metal Works Ltd.
'Business was pretty good for the metal industry in 1977.
Competition is not too fierce at the moment because
demand exceeds supply. We get our iron and steel from
Japan and prices have remained fairly stable, with only a
slight increase.
Africa is our main market and we plan to send a repre
sentative there in 1978 to develop the market further and
take orders on the spot. I am looking forward to an even
better year and if we are lucky we will increase production
and exports by as much as 50 per cent.'

Geoffrey Archer - Archer Enterprises Ltd. and
Chairman of the North America Area Committee
'It is now obvious that the import restrictions imposed by
the Canadian government were too tight and there are signs
that the government will do away with import licences and
allocate more quota. The unilateral action of November
1976 was too stringent and most Canadian businessmen
believe that Ottawa will take action to rectify the situation.
They need garments from Hong Kong. It's a growing popu
lation and there's a growing demand.
As for the US, again the political attitude is very impor
tant. At the present time the US government takes a fairly
lenient attitude towards imports from the Orient. There is
always a certain amount of opposition from the unions but
generally speaking I think the US government wants to see
business continue as it is. So I think 1978 will see a fairly
strong market for those who can contend with it.
If business is bad in Europe there will be people trying
to switch their business to the US, but American business
men don't switch to new suppliers easily. They tend to
become very involved with the supplier, almost part of the
organisation.
If I had to stick my neck out and make a prediction for
1978, I would say that a 15 per cent increase in exports to
North America would be a fair guess.'

Fong Yun-wah - Vice President of the Real Estate
Charles Leung - Ying Kee Safe and Furniture Mfg. Developers' Association
Co. Ltd.

'Business was very good for our sales and office furniture in
1977. As a result of the construction boom and the con
tinued development of commerce and industry in Hong
Kong, the demand for safes and office furniture has in
creased greatly. Our own sales increased by 40 per cent, but
we were still unable to fully meet the demand. The local

'Hong Kong's real estate and construction industry has had
a vigorous year, a year of unprecedented prosperity. On the
one hand this is a manifestation of the booming economy
and the rising standard of living in Hong Kong. On. the
other, it is because the banks lowered interest rates and the
stock market and the gold and commodity markets have
been depressed, and this has meant that the small investor
9

has turned to buying property in order to get income from
rent.
Investment in property is the barometer of long term
economic confidence, and also of the political climate.
Thus the flourishing real estate and property market shows
that relations between China and Britain are excellent, that
Hong Kong's future is stable and the people of Hong Kong
are full of confidence.
I predict that the present property and construction
boom will continue until the first half of 1978, but there
may be some readjustment during the second half of the
year.' (See page 11)

Dakchison C.L. Yiu - Forda Mfg. Co. Ltd.
'For our metal, electronic and plastic products 1977 was a
comparatively good year. I don't think the first half of
1978 will be quite as good but business should pick up in
the second half. Our principal markets are the United States
and Europe. Demand is not very strong at the moment but
should strengthen during the second half of the year.
In March we will be moving into our own 14-storey
industrial building in Yuen Long and we will diversify into
a number of new products.'

Lin Shan-mu - Editor of the Hong Kong Econo
mic Journal

different things, the growth in GDP does indicate the vitali
ty of the economy.
How about 1978?
Because of the accumulation of recent years, coupled
with the government's expansionary measures, private con
sumption will generally speaking be maintained during
1978. But competition in the local market will be very keen
for those goods that were imported during 1977. The
market in durable goods, particularly electrical appliances,
will reach saturation point and sales will slow down.
We believe that property prkes have almost reached
their peak, but the construction industry will reach new
heights in 1978.
If the US government introduces a tax rebate - which
looks inevitable - and if Japan adopts measures to stimulate
the economy and maintain the strength of the Yen, Hong
Kong's exports to these two major markets will benefit.
There will be no serious unemployment in Hong Kong
because, firstly, the demand for labour will increase follow
ing the introduction of seven days' paid leave legislation;
and secondly, a fall in profit margins for the capitalists and
the availability of capital for strikes will result in more
conflicts between management and labour.
In short, I am not worried or pessimistic about economic
prospects in 1978. The growth rate might not be ideal, but
the Hong Kong economy will still be the most prosperous
in the world!'

'Following the economic boom of 1976 we all feel that
1977 was not such a good year, but the fact remains that And finally, no prizes for guessing who said this:
Hong Kong's economy is still more prosperous than that of
any other country in the world. Although growth in GDP "I predict a 12 per cent increase in exports and no problem
and the actual benefits accruing to the public are two with employment in 1978."
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And 1988......

Mr. Fong Yun-Wah, Vice President of the Real Estate Developers'
Association of Hong Kong, has come up with a set of predictions for
the Hong Kong of 10 years hence which makes our 'Hong Kong 1990'
article, which appeared in the September Bulletin, look pretty
conservative in comparison. We reprint here Mr. Fang's 28 predictions,
which appeared in the Sing Tao Jih Pao on November 22nd, 19 77:
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1) Sino-British relations will be better
than ever; trade between the two
countries will develop further.
Hong Kong will be a principal
channel for East-West contacts.
2) Trade between Hong Kong and
China will greatly increase, to the
mutual benefit of both sides; the
economic contribution made by
Hong Kong will greatly benefit
China's development.
3) Some of the large banks may begin
to offer long-term loans extending
beyond 1997 and this will have the
effect of dispersing the shadow cast
liy 1997. Confidence in Hong Kong
will be bright and sunny and this
will attract long-term investment.
Hong Kong's prosperity will be
greatly boosted and the people of
Hong Kong (by that time the popu
lation will be nearly six million)
will live and work happily.
4) Hong Kong may have a new airport
and container terminal and this will
give an added boost to stability and
confidence.
5) Communications between Hong
Kong and Kwangchow will be
vastly improved, with fast railway
and steamer services and improved
entry and exit procedures, like the
situation that existed in the 1930s.
6) High-ranking Chinese Government
officials or members of the Legis
lative and Executive Councils may
be appointed to more senior posi
tions in Government, for example,
the post of Chief Secretary.
7) The Legislative Council will be
further 'expanded with more seats
being occupied by Chinese.
8) The New Territories, including
Lantau Island, will be rapidly
developed. The population will be
decentralised, with more people
moving into the NT.
9) Hong Kong's per-capita income will
be the highest in Asia, but the cost
of· living will also be very high,
particularly with regard to rentals.
10) Due to instability in some parts of

South East Asia the number of 19) Hong Kong's prosperity will attract
Chinese moving their homes and
more and more people from abroad
capital to Hong Kong will greatly
and all kinds of business will flou
increase, thereby transforming Hong
rish. Everybody will want· to come
Kong into one of the world's lead
to Hong Kong to live, work or visit.
ing financial centres. Wealthy over 20) Hong Kong's road network will
seas Chinese will all buy residences
reach advanced world standards.
in Hong Kong.
21) The south side of Hong Kong Island
11) An oil refinery, automobile assem
will develop rapidly and there will
bly plant, large scale pharmaceu
be large shopping centres like those
tical factories, plastic furniture,
in other countries. The large scale
tools, rubber tyres and other heavy
development of recreational facili
industries will be established on
ties on the outlying islands will
Lantau Island. China will also estab
attract a great number of tourists.
lish a number of assembly plants 22) Electrically powered cars will grad
and industrial development will be
ually become popular.
extremely rapid, making Hong 23) Commercial and residential build
Kong one of the top 10 industrial
ings will be designed with solar
centres in the world. (There is a
energy systems similar to those
possibility of crude oil from the
found elsewhere in the world.
South China Sea, including the Hsi 24) China may supply Hong Kong with
Sha Islands, being transported to
cheap electricity to help deveiop
Hong Kong for refining on Lautau.)
heavy industry.
12) Hong Kong will have the tallest 25) Students who have acquired tech
buildings in the Far East - 100nological expertise abroad will re
storey skyscrapers in Central Dis
turn to Hong Kong; the number of
trict and Tsimshatsui.
new products being invented and
13) The number of tourists and hotel
developed by local industrialists
rooms will greatly increase and first
will increase, attracting the atten
class hotels will be built on the out
tion of industrialists throughout the
lying islands.
world.
14) The price of land and buildings may 26) A Far East Common Market will be
be the highestin the world.
successfully organised, with Hong
15) Hong Kong will have the highest
Kong playing a major role, further
concentration of banks and finance
assisting the development of Hong
houses per-capita in the world.
Kong commerce and industry.
16) Hong Kong will continue to be the
China, the UK and Japan will all
world's largest per-capita buyer of
help to protect and promote the
diamonds, California oranges,
new Common Market.
watches, brandy, shark's fins, bird's 27) There will be international confe
nests, deer's horn, ginseng and
rences in Hong Kong every day and
luxury automobiles.
the number of leading world figures
17) The number of TV stations will
coming here will increase; Hong
increase to four or five and Hong
Kong will become a major forum
Kong programmes may be broad
for -economic discussion and fore
cast to places as far away as Japan
casting.
and South East Asia.
28) With its North Sea oil wealth, the
18) Some international organisations,
UK will again be one of Hong
including the United Nations, will
Kong's leading markets; trade with
establish offices in Hong Kong,
the Arab countries, Latin America,
thereby raising Hong Kong's inter
Eastern: Europe and other countries
national stature.
will also greatly increase.
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The Story of High Island
HONG KONG'S first "large" reservoir at Pokfulam was
brought into operation exactly 100 years ago. According
to Dr. Eitel, a historian who came to Hong Kong in 1862,
the demand for a public waterworks was fomented by
merchants who objected strongly to an expensive praya
scheme and wanted to find some other public use for the
funds. As usual (at least in those days) the business com
munity got its way and work on the reservoir began in
1860, at the astronomical cost of £28,000.
With the rise in population the demand for water rapidly
outstripped the supply - and that has been the story of
Hong Kong's life for the past 120 years. Today the largest
seabed freshwater reservoir in the world is nearing com
pletion at High Island. Its storage capacity will be more
than 1,000 times that of the reservoir at Pokfulam and will
double the storage capacity of all e-xisting reservoirs at a
stroke. And it will have taken less than seven years to build.
As a feat of planning and engineering the High Island water
scheme is probably only matched in Hong Kong by the
Mass Transit Railway.
Hong Kong's first really sizeable reservoir - the Shing
Mun or Jubilee Reservoir - was completed in 1936, having
taken 13 years to build. It boasted the highest dam in the
British Commonwealth. But even that was inadequate and
by the outbreak of war, plans were already afoot for an
even larger reservoir at Tai Lam Chung. However, the

project was delayed by the war and its aftermath and was
not completed until 1959, by which time preparations were
well underway for an even larger reservoir at Shek Pik, on
Lantau. This was completed in 1963, together with a 12.9
kilometre undersea pipeline to Hong Kong Island.
Supply could still not keep up with demand, or pro
jected demand, as Hong Kong entered a period of unpre
cedented industrial development. Shek Pik was completed
too late to be of any assistance during the great drought
of 1963, when the supply of water was cut to four hours
every fourth day. Even before construction work began at
Shek Pik the government was examining the feasibility of
building a dam across the sea inlet at Plover Cove, pumping
out the seawater and refilling the reservoir with fresh water
- a veritable 'reservoir in the sea.'
Plover Cove cost $550 million and took eight years to
build. When completed in 1968 it trebled existing storage
capacity and the raising of the dam in the early 1970s
added an additional 60 million cubic metres of storage
capacity.
But it still was not enough and in 1971 the decision was
taken to build an even bigger 'plover cove'. A number of
sites in different parts of the New Territories were investi
gated, including one at Long Harbour on the north side of
the Sai . Kung peninsula, but rather surprisingly the site
chos.en for the new reservoir was at High Island, where not
one, but two sea dams would have to be constructed, one

at either end of the narrow channel between the island and
the eastern end of Sai Kung peninsula. But the resulting
reservoir would be much deeper than Plover Cove.
Work began in September 1972 and by June last year
the reservoir had begun to impound water, with one of the
dams completed and work on the other well advanced.
Unfortunately Mother Nature threw a spanner in the works,
bringing us the fourth driest year on record, and by the end
of the year the reservoir still only contained 26 million
cubic metres of water, or less than 10 per cent of capacity.
It is not now expected to be full before 1979 or 1980.
A number of new records was set at High Island. The
West Dam, which was completed last year, soars 300 feet
above sea level and is the highest asphaltic concrete core
dam in the world. The East Dam when completed in a few
months time, will be 20 feet higher.
Some 20 different contractors have been involved in
various stages of the High Island scheme, some local some
overseas. The bulk of the work on the dams and the reser
voir itself is being carried out by the Italian company,
Vianini (who reportedly operate the best Italian restaurant
in Hong Kong out at High Island - unfortunately it is not
open to the public!) The tunnel system was constructed by
a consortium consisting of Sentab, Hochtief, Gammon and
Dragages. The French company Dragages (full name,
Societe Franc;aise D'Entreprises de Dragages et de Travaux
Publics) is also building the second Lion Rock Tunnel to
take water from the Shatin Treatment Works to urban
Kowloon and Hong Kong.
To handle the additional water from High Island, the
Shatin Treatment Works is being expanded to a capacity
of 240 million gallons per day.
The more than 25 miles of tunnels within the catchment
area - longer incidentally than those of the MTR - vary in
size from eight to thirteen feet. Normally, water will gravi
tate into the tunnel system through vertical intakes built
into the hills. Where large catchments lie below the intake
level the run-off will be lifted to the tunnel system by
pumps. But no pumping is required to get the water to the
Treatment Works at Shatin, since the tunnels run downhill.
The most impressive features of the reservoir, in a visual
as well as an engineering sense, are the dams. According to
the Senior Resident Engineer at High Island, Mr. A. Pryor,
they were 'horrible' to build, because before the construc
tion of the dams themselves could begin it was necessary to
remove a 100 foot layer of silt from the seabed. This was
done by dredging and excavation. Part of the dredged
material was used to build cofferdams to exclude sea water
from the dam sites. The surplus was dumped at sea.
The dams are constructed of rock with an asphaltic
concrete core. The bulk of the rock-fill came from nearby
quarries. However, some of the larger rocks used in the
dams had to be transported by barge from a site near Shatin
- a distance of about 50 kilometres. The geological name
for the local rock is violite and it is formed in hexagonal
blocks like the famous Giant's Causeway in Northern
Ireland. The result is striking. and one wonders why this is
not advertised among Hong Kong's better known tourist
attractions. Indeed, the whole area is extremely beautiful
and will soon be designated a Country Park.
The dams must be able to withstand an enormous pres
sure of water. Under such pressure, said Mr. Pryor, they will
move by several inches and so to avoid cracking they are
constructed with a flexible core of asphaltic concrete

(which is not really concrete at all), the material for which
is made on-site. This core is applied layer by layer by a
monster machine which looks like something out of 'Star
Wars'!
Work on the West Dam, which is situated in sheltered
water, went smoothly and was completed last year. How
ever, there were problems with the East Dam which faces
directly out to sea - as Mr. Pryor put it, 'there is nothing
but ocean between that dam and Mexico!' The eastern
cofferdam is of a special design and is high enough to with
stand the strongest waves. Some 7,000 pre-cast concrete
units, known as 'dolosse', were placed on the seaward side
to dissipate the force of the waves, while the inner face was
clad with 'Svee' type concrete slabs.
However, there was a very substantial seepage of sea
water under this cofferdam and to overcome the problem
the contractors had to pump a special grouting mix into the
cofferdam. Fortunately this proved 100 per cent effective,
but the whole project was delayed by several months.
With the completion of High Island Reservoir Hong
Kong's total storage capacity will have been raised to
128,000 million gallons, some 21 times greater than at the
beginning of the post-war period. There is little doubt that
High Island will be the last major reservoir to be built in
Hong Kong, since all the main catchment areas have now
been tapped. Future expansion in water supply will have to
be met by other means, including the construction of more
desalination plants and an increased supply from China.
Hopefully we will never again have to cope with water
restrictions.

For the technically-minded .....
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The International Chamber of Commerce - the ICC - is the
businessman's United Nations and companies involved in inter
national commerce derive considerable benefit from its activities,
even though they may not always be aware of the fact.

The International
Chamber of Commerce
Working For You
Founded in 1919 by British, views on economic affairs of private
American and European businessmen, enterprise. At the UN it is afforded
the ICC today has members in 92 'consultative' status, which gives it a
countries around the world, 52 of position of considerable responsibility
which have formed their own National and influence in international econom
ic discussions. It also maintains close
Committees.
The ICC's principal task, simply relations with such other inter-;govern
stated, is to facilitate world economic mental bodies as the GATT, the EEC,
and trade growth by making recom the OECD and OPEC.
This special right of access to inter
mendations on international economic
policy and formulating fair standards governmental organisations enables the
of commercial practice. It has been ICC to advocate policies based on
described as 'an invaluable, sponta practical experience of world trade. It
neous United Nations, but one which works through a system of specialised
is not divided into blocs, is not politi Commissions (or working groups)
cal, does not squabble and costs the where problems affecting world trade,
including technical matters, are studied
taxpayer nothing.'
The ICC is the only non-govern by senior representatives of inter
mental body which has the right to national industry and commerce. Sub
present to the United Nations the jects which have been examined (or
16

are still being examined) by such Com
missions include: insurance problems,
international trade regulations, issues
involving the environment, energy,
shipping, air transport, postal and tele
communications, marketing, container
isation and commercial arbitration.
Another ICC Commission with which
members will be familiar is the Com
mission on Ethical Practices, whose
Chairman, Lord Shawcross, spoke in
Hong Kong in November last year.
Of course, neither governments nor
international bodies like the UN are
bound to support or implement resolu
tions passed by ICC Commissions. But
in an increasingly inter-dependent
world they find it difficult to ignore
trends of opinion on broad issues.
Another aspect of the ICC's work

with which this Chamber has been
closely involved is trade facilitation.
The Chamber's Deputy Director,
Tudor Griffiths, has been Deputy
Chairman of the Hong Kong Trade"
Facilitation Committee since its estab
lishment several years ago. The TFC
Chairman is Ian Tomlin.

Services
Some of the services provided by
the ICC are self-supporting or income
generating and these include arbitra
tion - provision for ICC arbitration is
often a standard clause in ordinary
sales contracts, as well asfor large scale
construction projects sponsored by the
World Bank. Seminars and the many
publications produced on international
commercial matters also bring in in
come. As members will know, the ICC
recently established a subsidiary office
in Hong Kong - ICC Services Asia
Pacific - with a view to providing such
services throughout the Asia/Pacific
region.
But a substantial part of the ICC's
finance is provided by members
through the National Committees.
There are two classes of membership.
On the one hand there are trade and
industrial associations, which include
consumer organisations as well as
chambers of commerce and industry,
and on the other there are associate
members, which are individual busi
ness companies. There are 1,500
members in the former category and
more than 5,000 members in the latter.
Both organisation and associate

The ICC organised a seminar on Documentary Credits last November. The speaker was
Mr. Bernard Wheble.

members are entitled to participate in country must support the principle of
the Congresses, or general assemblies, the market economy and the working
of the ICC, which are held every three organisation set up must be such as to
years (the 26th Congress will be held enable the National Committee to take
this year) to sum up the work of efficient and regular part in the work
the preceding three year period and and meetings of the ICC. ICC members
lay down broad outlines of future in Hong Kong (currently the Chinese
activities.
Manufacturers' Association, the Indian
Chamber of Commerce and the Hong
National committee
Kong General Chamber), together with
other interested organisations which
A National Committee can be are not yet ICC members, will shortly
formed when the trade and industrial begin to examine the possibility of
associations and individual companies establishing a Hong Kong Committee.
in a country get together and ask the
What advantage would accrue to
ICC's Council (the governing body) for Hong Kong, and to the organisations
approval. Approval is likely to be given and companies concerned, if such a
if certain conditions can be met: the Committee were established here?
National Committee must be fully
There are several possible benefits.
representative of the main economic Firstly, the interests of Hong Kong's
sectors of the country concerned; that trade and industry cannot be adequate
ly represented within the ICC unless
we have our own Committee; only
National Committees can provide
members to the ICC's Council and
Executive Board and to its interna
tional administrative and technical
bodies, Commissions, Committees and
working parties in which the ICC's
views on economic and trade practice
are formulated and reported to the
Council for adoption. In other words,
the larger the membership of the
National Committee, the more power
ful will be its influence in matters
affecting its national economy.
Secondly, membership of a National
Committee would bring privileged
access to worldwide contacts at a high
level through the regular meetings of
the various ICC Commissions and
working groups and in its periodic
The Chairman of the ICC Commission on Ethical Practices, Lord Shawcross, spoke to seminars and annual conferences.
Chamber members last November.
Thirdly, there is the prestige of
17

belonging - and being seen to belong to help us, and the -ICC is such a forum.
- to a body that is internationally
'Of course, they couldn't intervene
respected (even in countries that tend on our behalf in specific trade negotia
to show hostility towards foreign tions, but what they can do is to
private enterprise) as very much the present the business point of view to
'acceptable face' of the free market organisations like the UN which ate
system.
made up largely of government offi
cials who often have little practical
ICC in Asia
experience of business.
The Executive Manager of ICC
'Other developing countries, in
Services Asia Pacific is Wilfred Wan, cluding some of our competitors, have
formerly with the Chamber's Trade formed their own National Com
Division. The person who was directly mittees. Singapore is in the process of
involved in establishing the Hong Kong doing so, and I think Hong Kong
office is the Chairman of the Trade should follow their example.'
Facilitation Committee, Ian Tomlin.
Mr. Wan explained that the func
(In fact ICC Services A-P is currently tion of ICC Services A-P is to provide
operating out of Mr. Tomlin's office in services for countries throughout the
A.I. Tower until it can fmd its own Asia/Pacific region and from this to
earn income to subsidise ICC activities
accommodation).
Mr. Wan explained how he thought in general.
the Hong Kong business community
The ICC has for several years main
could benefit from the work of the tained a small office in Bangkok to
service the Commission on Asian and
ICC:
'Hong Kong is increasingly on its Pacific Affairs, a special regional body
own in matters concernirg interna set up to represent the viewpoints of
tional trade. The EEC textile negotia business in Asia and the Pacific on
tions certainly showed this. If we are regional economic questions. UN
to raise our voice against protectionism bodies, such as ESCAP (the Economic
and other developments detrimental to and Social Commission for Asia and
trade "we need an international forum the Pacific, formerly ECAFE) are also

located in Bangkok.
But Mr. Wan stressed that Hong
Kong, with its central location, excel
lent communications and general all
round efficiency, was a better choice
for ICC Services A-P, since they would
be organising seminars and distributing
publications for the entire region.
Organisationally the Hong Kong office
is quite separate from the Bangkok
office.
ICC Services A-P is planning to hold
several seminars in the course of 1978
where leading experts in their field will
talk on commercial and technical prob
lems. The local office will also have
available a number of useful publica
tions, for example on Documentary
Credit Operations, Commercial Arbi
tration and the popular 'Incoterms'
Handbook, which provides definitions
and explanations of terms commonly
used - but not always fully under
stood - in international trade. There
are plans to translate some of these
publications into Chinese and Japanese.
Meanwhile, this Chamber together
with other business organisations in
Hong Kong will give careful thought to
the feasibility of establishing a Hong
Kong Committee.

Tr◄ �el's Our Business...
Whats Yours?
No matter what your business is r
if you have to travel you need a
smooth and effkient operator to
make ALL the arrangements

New excursion fares to the
U.S.A.: Skytrain, Budget and
Standby over the ATLANTIC:
0oHar Saver, Apex and Charters
between Hong Kong and Lon
don: and many others . . . we
have the details at our finger

AND THATS WHERE WE
COME tNf

tips!

for

HOME LEAVE - BUSINESS TRAVEL - PRIVATE TRAVEL - HOLIDAY TRAVEL
TICKETS & VOUCHERS DELIVERED TO YOUR OFFICE OR HOME
Suite 823,
Star House,
Kowloon.

� Travel well with

U" 7J(!!AW!ELOVE

OPEN WEEKDAYS AND SATURDAYS TO 5.30 PM.
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Tel: 3-694108 (3 lines)
Cable: TRALOVE
Telex: 84994 LOVE HX
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for business.

Most of us high-powered executives feel we
must read our trade journals and business
magazines, even if only to flip through them
hurriedly.
Most of us read just for pleasure too,
usually when we're relaxed and in a responsive
mood. And far, far more of us, all over the
world, read Digest International Editions just
for pleasure than read any other international
magazine for whatever reason. We read The
Digest at home, often, in our own good time
and of our own free choice. (Well, not entirely.
Occasionally our spouses do stick a Digest
article under our nose and say, "You ought to
read this. It's about your business.")

A Bell Rings
Point is, even though we may not be all
business all of the time, we never forget our
proud roles as captains of industry and a bell
rings when we read something in our off-hours
that concerns our on-hours. Wherever we read it.

More Businessmen with
The Digest
And in Asia more businessmen read Reader's
Digest than any other magazine, including the
business magazines and the newsweeklies. That's
right, the Digest offers the largest audience of
businessmen available in this part of the world.
The Digest also offers the greatest flexibility.
You can limit your advertising to the countries
you do business in. You can even pinpoint the
cities in our new Key Cities package.

Largest AudienceLowest CPM

/JUST
READING
for pleasure.

There are other good reasons why so many
corporate advertisers with a message for business
executives choose Reader's Digest. To find out
more about The Digest as a medium for your
business advertising, just write or give us a call.

DeaderS
!�Digest

is good for
business.
Yours.

HONG KONG: Michael Van, 1002 East Town Building,
41 Lockhart Road. Tel. 5-277048.
PHILIPPINES: Paul Ligones, 6772 Ayala Avenue.
Makati, Rizal. Tel. 881386.
SINGAPORE: Aileen Lau, 305 Chinese Chamber of
Commerce Building, Hill Street. Singapore 6. Tel. 361416.
JAPAN: Robert B. Klaverkamp. 1-1 Hitotsubashi
1-chome, Chiyoda-ku, Tokyo. Tel. 284-4131.
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Service and security
for today and tomorrow
Savings Accounts
Current Accounts
Short and Long Term Fixed Deposits
Instant Cash
Gift Cheques
Safe Deposit Boxes
Paymatic
Foreign Exchange
Import and Export Bills
Trade Information
Stocks and Shares
Remittances
Loans
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··-- ....---'"

Services available through our.
subsidiaries and associated companies:
Computer Services
Merchant Banking
International Credit Card
Trustee Services
Insurance Broking
Leasing and Hire Purchase
For further information on anv
of our services, please call on
your local Branch Manager
or telephone the
Customer Services Department
at 5-223302.

What you get out of
an electronic �roduct
depends on what
goes into it
The quality of any electronics product - from an inexpensive pocket calculator to a
state of the art hi-fi stereo amplifier - can never be any better than the quality of the
components that have ·gone into its manufacture. We know because we were the people
who ·developed the f?lanar process of manufacturing electronic components from
semiconductor material - the fundamental transistor and integrated circuit production
. process for the past 15 years.
This makes us the oldest-estabtished supplier of semiconductor components to the elec
tronics product manufacturing industry, and ij major contributor to �he success of that
industry in Hong Kong.
W.M a lot more into our components, so you get a lot more out of the products they're
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SEMICONDUCTOR (HONG KONG) LTD.

135 Hoi Bun Road, l(wun Tong.Hong Kong, Tel 3-890271

hang kong's major semiconductor company since 1962.

